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MINORITY VIEWS 


[To accompany S. Res. 331] 


Seven members of this committee—a bare majority—have presented 
in part I of this report their reasons in favor of Senate Resolution 331, 
which would kill the President’s Reorganization Plan No. 3 of 1952 to 
reorganize the Bureau of Customs in the Tre asury Department. We, 
the undersigned members of this committee, take emphatic issue and 
urge the rejection of Senate Resolution 331 so that plan No. 3 may go 
into effect. In support of our position we submit below spec ific 
replies to the arguments made in the majority report in their order and 
number of presentation. 

As in the case of Reorganization Plans Nos. 2 and 4 of 1952, the 
major objective of plan No. 3 is to remove the appointment of Customs 
officials from the President with Senate confirmation, to the Secretary 
of the Treasury under civil-service rules and regulations. 

Plan No. 3 abolishes 52 offices in the Bureau of Customs (44 col- 
lectors, 6 comptrollers, 1 surveyor of New York, and 1 appraiser of 
New York) and transfers their functions to whatever number of 
career offices is established by annual appropriation, including up to 
20 new supergrade career offices, as indicated below, beyond 5 present 
supergrade incumbents (grades 16, 17, and 18, with $14,800 annual 
salary). All of the 52 offices to be abolished now have statutory terms 
of 4 years, except for the appraiser of New York, who has an indefinite 
term. Instead of taking effect immediately in full force, plan No. 3 
provides that incumbents of these offices may serve out their full 
terms, and that as vacancies occur they shall be filled on a regular 
civil-service basis. 
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Plan No. 3 abolishes certain obsolete and unnecessary functions 
which impose unduly restrictive fiscal procedures upon the Bureau of 
Customs. Some of the functions to be abolished date back to pre- 
Revolutionary days. Their abolition has been suggested as the result 
of the Government’s joint-accounting program under which existing 
administrative, accounting, and other fiscal procedures have been 
reviewed by the General Accounting Office, the Bureau of the Budget, 
and the Treasury Department. (See Appendix B.) 

The above obsolete functions to be abolished are: (1) Method of 
appointment of assistants to many top officials; (2) filling top vacan- 
cies; (3) duties of surveyors; (4) overtime work by New York ap- 
praiser; (5) preparation of forms; (6) suspension for delinquency ; (7) 
and (8) detailed accounting and related statutory .duties of comp- 
trollers and of top officials; (9) examination of accounts; and (10) cer- 
tain duties of collectors. These abolitions do not (a) modify similar 
functions specified elsewhere in the statutes; (6) preclude assignments 
to Bureau employees which require performance of functions similar 
to those abolished; or (c) authorize non-Treasury officers to perform 
functions now vested by law in the Secretary of the Treasury. 


1, CIVIL SERVICE 


We cannot agree with the unsound assertion of the majority that— 


the civil service provisions of plan No. 3 defeat the best method of selection of 
top Federal employees. 

On the contrary, we insist that a merit system would be a much 
better method of selecting the present politically appointed upper 52 
customs officials, as is true for the remainder of the 8,000 employees 
in the Bureau of Customs. 

As the Hoover Commission reports stressed and restressed, the 
difficult technical problems of administration of the customs laws 
ought to be completely removed from tbe influence of those political 
leaders who must now confirm top customs personnel. We firmly 
believe that the public wishes these problems to be placed in the 
hands of the best technical talent which can be assembled on a true 
merit basis. 

It will be remembered that objections to the civil-service approach 
were also to the fore in connection with plan No, 1 of 1952, providing 
for reorganization of the Bureau of Internal Revenue in the Treasury 
Department. Yet the Senate, despite an unfavorable report by this 
committee, and after extended and searching debate, rejected the 
resolution proposing disapproval of plan No. by the vote of 37 to 53. 

Plan No. 3 would add a noteworthy chapter to the efforts in past 
years, briefly indicated below, to apply a merit system to the Bureau 
of Customs. In 1912, a message by President Taft recommended 
that all of the political offices in the customs service should be 
transferred to civil service and, under the new statute which was 
passed in that year, he eliminated 115 collectors of the customs, along 
with certain other customs offices theretofore filled on a political basis. 

In 1918 the United States Tariff Commission recommended aboli- 
tion of all remaining political customs offices, and transfer of their 
duties to career employees. In 1932, 21 Presidential positions of 
surveyors and appraisers of customs were eliminated. 
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In 1937, the President’s Committee on Administrative Management 
protested that— 
continued appointment by the President of field officials, such as collectors of 
customs, is not only antiquated, but prejudicial to good administration. 

In 1949, the Hoover Commission report on the Treasury Depart- 
ment urged that all Treasury officials below the rank of Assistant 
Secretary should be appointed from the career service. 

We believe that plan No. 3, by placing customs officials on a merit 
basis, will clarify lines of authority and accountability—a sound prin- 
ciple which the reports of the Hoover Commission repeatedly pointed 
out as an essential of good management. At present the situation 
is confused by having customs officials appointed by the President, 
by and with the consent of the Senate, and then making the Secretary 

most wholly responsible for the work of those incumbents under 
the immediate control of the Commissioner of Customs. Now, the 
top customs officials hold patronage jobs and must give first allegiance 
to the politicians who got them their jobs. Under civil service they 
will be able to give first allegiance to all the people. 

The merit system proposed under plan No. 3 will also stimulate the 
hopes and ambitions a all Federal employees. Young people will 
then be prompted to file applications for customs jobs oe realization 
that, with proper qualifications and performance, they may aspire to 
promotion to the highest levels in the Bureau of Customs, whereas 
' osts are now turned over to appointees on a political basis 
wholly apart from ability to do the best job for the Federal 
Government. 

Finally, the undersigned members of the committee agree with the 
President’s message urging the adoption of plan No. 3 because it will 

rovide some relief for both the President and the Congress of ‘‘the 
burden of minor personnel actions.” As a result, greater opportunity 
will be afforded them to devote more of their time and effort “to the 
greater issues confronting our Government today.” 


2. PERMANENT CIVIL-SERVICE TENURE 


The undersigned members disagree with the second argument of the 
majority against plan No. 3 to the effect that the Reorganization Act 
of 1949 forbids submission of any reorganization plan which lengthens 
a statutory term of office. Therefore, so they argue, it is improper for 
plan No. 3 to propose replacing the 4-year terms applicable with but 
one exception to all political customs officials to be abolished, with 
permanent civil-service tenure of office. 

We believe this to be a tortured view of the statutory provision, and 
accept the emphatic written opinion of the Department of Justice that 
the argument is wholly without merit. We prefer a much more 
appealing common-sense viewpoint, namely, that the provision was 
designed to prevent a statutory official appointed for one specific term 
of years from being given a longer specific term of years, and was not 
concerned with substitution of a career post. Under civil service, of 
course, no incumbent of an abolished statutory post will continue in 
that office on the new basis, unless he can prove his superior merit by 
competitive examination among all those who wish to compete for 
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the appointment. Moreover, if that has been accomplished and he has 
been put to work, he may still be fired at any time by his superior 
officers for inadequate performance, and he is by no means guaranteed 
a fixed term of office as at present. Under such circumstances, we 
cannot believe that the Reorganization Act of 1949 forbids placing 
Government posts on a civil-service basis after incumbents have served 
their statutory terms. 


3. ABOLISHED FUNCTIONS AND COURT APPEALS 


Again, we disagree with the third argument of the majority that 
“plan No. 3 endangers the rights of court appeal”’ in customs cases for 
importers and others. 

We do not believe there is any foundation for concern in this regard. 
As developed in detail in a letter and a legal memorandum by the 
Treasury Department (see appendix C), the adoption almost 2 years 
ago of Reorganization Plan No. 26 of 1950 resulted in transfer to the 
Secretary of the Treasury of all of the functions theretofore scattered 
by statute throughout the Treasury Department, and gave him power 
to delegate. Of course the,functions that were transferred include 
the making of those decisions by various employees which are subject 
to review by the Customs Court. It makes no difference what may 
be the title of the employees, as may be revised from time to time, to 
which these functions are delegated on the basis of plan No. 26. It is 
the decision made by the relevant official that becomes the basis of the 
litigation referred to the Customs Court. 

Furthermore, we believe that the majority members in making their 
argument have completely overlooked section 9 of the Reorganization 
Act of 1949, which clearly takes care of the above situation. That 
section provides— 
specifically for transfer of functions from one official to another without upsetting 
rights and duties prescribed by law— 
according to a legal opinion by the General Counsel of the Treasury 
Department, which then quotes from section 9 itself. In a letter 
dated June 13, 1952, the Attorney General concurs in that legal 
opinion. (See appendixes B and D.) 

It will be noted that this third argument of the majority about 
court appeals does not even mention the beneficial effect to be obtained 
by abolishing various customs functions, as proposed in section 3 of 
plan No. 3. We members of the minority wish to emphasize that 
archaic, wasteful, administrative practices will thereby be eliminated. 

The joint-accounting program and the Budget and Accounting Pro- 
cedures Act of 1950 both probably owe their existence to the vigorous 
support of this committee. Under the joint-accounting program the 
General Accounting Office, the Budget Bureau, and the Treasury 
Department have studied most carefully the actual fiscal operations 
of the Bureau of Customs. That extended study has demonstrated 
beyond question that obsolete statutory provisions are now in effect 
which cause inadequate accounting and fiscal procedures. Some of 
these statutory requirements result in full duplication of effort; others 
prevent the use of efficient auditing practices based on modern and 
effective accounting procedure. 





REORGANIZATION PLAN NO. 3 OF 1952 5 


Especially with this background of careful and extended study by 
three key fiscal agencies, it is important to have the Comptroler 
General state: 

Plan No. 3 would clear the way for modernization of customs accounting and 
auditing procedures under the authorization contained in the Budget and Account- 
ing Procedures Act of 1950 and in accordance with the intent of Congress as 
stated in that act. (See appendix B.) 

The majority report states that it “is impressed by the charge” of 
the by no means disinterested opponents, that “plan No. 3 may 
stimulate laxity and fraud,” because the complete and wasteful veri- 
fication of customs entries heretofore required, is to be replaced by ‘ 
type of spot check by traveling field auditors,” which might invite 
“smuggling and venality” of large proportions. 

This fear is wholly without justification. For one thing the internal 
audit here involved is subject always to review by the Comptroller 
General, who would be the first to urge a change if any improper 
results flow from modernized fiscal methods. For another, the modern 
concept of internal audit which plan No. 3 will apply will make avail- 
able for the Bureau of Customs auditing methods which have been 
widely tested and accepted in business. At present much time and 
effort is wasted, according to a statement by the Treasury Depart- 
ment— 
checking many relatively unimportant papers when they could be devoted to far 
more profitable auditing activities, and money would be saved in the bargain 
* * * the system proposed to be installed in Customs recognizes that there 


should be a 100-percent review of certain types of customs transactions because 
of their importance. (See appendix C.) 


4. CONSOLIDATED REVENUE SERVICE 


The majority argues that plan No. 3 reduces the chances of a con- 
solidated revenue service. The members of the minority admit that 
such a consolidation was recommended by the Hoover Commission. 
They also point out, however, the much greater emphasis that the 
Hoover Commission placed upon the heads of big governmental 
departments being vested with all the statutory powers assigned to 
their departments, with complete freedom to modify from time to 
time the form of organization which will give the best results. Mani- 
festly, now that such broad freedom of organization has been granted 
to most of the department heads under various reorganization plans, 
the Secretary of the Treasury should not be placed in a statutory 
strait-jacket requiring a consolidated revenue service. 

As a matter of fact such ao administrative arrangement may develop 
later. Thus, plan No. 1 of 1952 launched a modified administrative 
set-up for the Bureau of Internal Revenue of the Treasury Depart- 
ment with top Internal Revenue officials being shifted from a political 
to a merit system of appoiatment. Now, plan No. 3 of 1952 seeks 
to achieve the same results within the much smaller, though important, 
Bureau of Customs. In accordance with the sound doctrine that it 
is wise to know how to walk before one tries to run, so it seems to the 
minority members of this committee that the improvement and 
modernization of administrative procedures in the two bureaus under 
the two reorganization plans, had best be carried to a successful 
conclusion before undertaking the further and additional step, if that 
proves advisable, of a consolidated revenue service. 
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5. SUPERGRADE APPOINTMENTS 


Finally, among the arguments by the majority with which this 
minority strongly differs is the claim that plan No. 3 is an effort to 
defeat the will of Congress with reference to new supergrade civil 
service appointments. Before answering this argument, the following 
facts are summarized with relation to the Bureau of Customs: 

Under plan No. 3 of 1952, the Bureau of Customs is granted up to 
20 new supergrade civil-service appointments, beyond the 5 super- 
grade appointees now serving in the Bureau. These supergrade 
appointments include grade 16 (salary up to $12,800 per year), grade 
17 (up to $13,800 per year), and grade 18 ($14,800). At present the 
Bureau of Customs has one grade 17, and four grade 16 employees. 
The Commissioner has ungraded civil-service status, with a statutory 
salary equal to that of a grade 18 appointment. 

It should be emphasized that these new supergrade appointments 
can only be used in the Bureau of Customs insofar as the Civil Service 
Commission agrees that the tasks involved qualify for those grades 
on the basis of the standards generally applicable to all departments 
under the Classification Act of 1949. Insofar as customs posts do not 
meet those standards, the new allocation of supergrade posts will 
remain vacant. During hearings by the committee, witnesses for the 
Bureau of Customs indicated that these supergrade positions would 
mean little if any increase in the total payroll, because they would in 
some cases replace an equal number of old positions but assign in- 
creased duties and pay comparatively small increases in salary, and 
they would in other cases replace twice the number of positions of 
lower grade. The over-all reduction in number of positions will depend 
in considerable degree upon the number of cases in which the collector 
and the assistant collector in a port of entry can be consolidated. 

It is true, as argued by the majority, that the new quota of super- 
grade posts for the Bureau of Customs is being added to the Bureau’s 
share of the over-all 1949 statutory limit of 400 supergrade appoint- 
ments for the whole Federal service. Actually, however, this over-all 
limit reflected the initial effort to pay employees in supervisory posts 
salaries commensurate with the duties involved and with present-da 
conditions. Certainly no detailed material has ever been made avail- 
able indicating that a scientific basis was used for deciding on the 
over-all limit of 400 supergrade posts. The very “soundness” of a 
400 over-all limit would make suspicious any claim that the action 
was better than an informed guess. 

Since enactment of the original over-all limit in 1949, there have 
been various modifications and additions voted by statute as the 
justification of additional supergrade posts have become clear. As 
a matter of fact, the available evidence indicates that the lower and 
middle grades of positions in the Federal civil service are being paid 
salaries which contrast favorably with pay for comparable work in 
private industry. In the upper reaches of Federal employment, 
however, the Federal Government has heretofore paid lower salaries 
than those in effect for comparable outside employment. Under such 
conditions, pay readjustment in the higher grades is necessary if the 
Government is to recruit and to retain the necessary talent for super- 
visory work, particularly in technical operations such as the enforce- 
ment of the many provisions of the Tariff Act which is a primary 
concern of the Bureau of Customs. 
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SUMMARY AND CONCLUSION 


Reorganization Plan No. 3 of 1952 makes possible very desirable 
improvement in the organization and management of the Bureau of 
Customs of the Treasury Department. The undersigned members of 
the committee, therefore, strongly urge the rejection of disapproving 
Senate Resolution 331. 

We vigorously support plan No. 3 for the five reasons developed 
above. Of these the two which are summarized below have a con- 
structive and forward-looking nature meriting special consideration. 
The other three reasons are not repeated because they merely serve 
to refute unsound legal and administrative arguments made by the 
majority. 

1. Plan No. 3 would at long last conclude the struggle to apply a 
civil-service merit system to ‘the selection of the employees of the 
Bureau of Customs in the Treasury Department. The 8,000 technical 
people in this agency who administer our customs laws have almost 
all been brought under tbe only recruiting method that makes sense, 
namely a civil-service system which finds the best qualified man for 
each post. Plan No. 3 would complete that process by abolishing the 
last of the small group of politically appointed 52 top customs officials, 
and gradually replacing them as their 4-year terms expire with civil- 
service appointees. 

2. Plan No. 3 utilizes the benefits for the Bureau of Customs of 
much painstaking work on accounting and fiscal problems under the 
joint-accounting program during the past 3 years. The inception of 
this program was supported vigorously by this committee. It is being 
carried forward by the Comptroller General in cooperation with the 
Bureau of the Budget and the Treasury Department. 

The proposals of these three fiscal agencies, which are incorporated 
in section 3 of plan No. 3, ought to be adopted at the earliest possible 
moment. They eliminate various obsolete statutory provisions to 
make possible for the first time great improvements in administrative 
methods of the Bureau of Customs. 

The two dominant arguments summarized above in favor of plan 
No. 3 are far from academic. They will be the basis of real savings, 
albeit the majority report sees fit to omit entirely mention of the fol- 
lowing statement in the President’s message transmitting plan No. 3: 

* There will be some savings in salaries from the abolition 
of offices. There will also be savings resulting primarily from modern- 
ized fiscal controls. * * * The annual savings, based upon 
present enforcement levels, business volume, and salary scales will 
aggregate at least $300, 000. (See appendix A.) 

e undersigned minority members believe that a vote for Senate 
Resolution 331 to kill plan No. 3 would be a vote for political and 
administrative waste and extravagance, and therefore, strongly urge 
rejection of the resolution. 

Herpert R. O’Conor. 
Husert H. Humpurey. 
A. S. Mrxe Monroney. 
Tuomas R. UNpERWoop. 
Buarr Moopy. 
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AppenpiIx A 


PRESIDENT’s MessaGe or Aprit 10, 1952, anp REORGANIZATION PLAN No. 3 
or 1952 (House Doc. No. 426) 


To the Congress of the United States: 


I transmit herewith Reorganization Plan No. 3 of 1952, prepared in accordance 
with the Reorganization Act of 1949 and providing for reorganizations in the 
Bureau of Customs of the Department of the Treasury. My reasons for trans- 
mitting this plan are stated in another message transmitted to the Congress today. 

This reorganization plan provides for the abolition of all offices of collector of 
customs, comptroller of customs, surveyor of customs, and appraiser of merchan- 
dise, to which appointments are now required to be made by the President by 
and with the advice and consent of the Senate. Under the authority of section 6 
of the Reorganization Act of 1949, I have provided that incumbents in these 
offices may serve out their present terms of office. The abolition of offices, 
therefore, will occur gradually. 

As the existing offices are abolished, the Secretary of the Treasury will provide 
for the continuation of the functions now delegated to them. The Secretary 
will delegate the functions to officials of the Treasury Department appointed by 
him under the classified civil service, including certain new offices, for which more 
adequate compensation is authorized, established in the Bureau of Customs by 
this reorganization plan. These officials will be selected wholly on the basis of 
merit. ‘The most qualified persons will be sought, from both within and without 
the service. When this reorganization is completed, all officials and employees 
of the Bureau of Customs will be appointed by the Secretary of the Treasury 
under the civil-service laws. 

This reorganization plan also provides for the abolition of certain functions 
relating to customs administration now vested in the Secretary of the Treasury. 
These functions are obsolete and unnecessary. They impose unduly restrictive 
fiscal procedures upon the Bureau of Customs. Their abolition will promote a 
more efficient performance of customs functions and a better service to the public. 

Many of these abolished functions have been handed down since 1789, when 
the Customs Service was established by the First Congress. Some of them are 
regulations carried over from pre-Revolutionary days when the British Crown 
provided an independent check on colonial customs revenues through its naval 
officers. These procedures have been reviewed by the Bureau of the Budget, the 
General Accounting Office, and the Treasury Department under the Geveca. 
ment’s joint-accounting program. The abolitions contained in this reorgani- 
zation plan are based, in part, on that study. They will permit the Secretary of 
the Treasury to utilize fully in the Bureau of Customs the authority given to 
him by the Congress in the Budget and Accounting Procedures Act of 1950. 

This reorganization plan will ultimately produce economies. There will be 
some savings in salaries resulting from the abolition of offices. There will also 
be savings resulting primarily from modernized fiscal controls. These latter 
savings will be realized only after the accounting reforms have become fully 
effective. It is expected that within a few years the annual savings, based upon 
present enforcement levels, business volume, and salary scales will aggregate at 
least $300,000. 

After investigation I have found and hereby declare that each reorganization 
included in Reorganization Plan No. 3 of 1952 is necessary to accomplish one or 
more of the purposes set forth in section 2 (a) of the Reorganization Act of 1949. 

It should be emphasized that abolition by Reorganization Plan No. 3 of 1952 
of the offices of collector of customs, comptroller of customs, surveyor of customs, 
and appraiser of merchandise will in no way prejudice any right or potential 
right of any person paying duties or imposts. The abolition of offices by Re- 
organization Plan No. 3 of 1952 will not abolish any rights, privileges, powers, 
duties, immunities, liabilities, obligations, or other attributes of those offices 
except as they relate to matters of appointment, tenure, and compensation in- 
consistent with that reorganization plan. Under the Reorganization Act of 
1949 all of these attributes of office will attach, as may be appropriate, to personnel 
of the Department of the Treasury to whom the Secretary of the Treasury dele- 
gates the functions formerly vested in the abolished offices. 

I have found and hereby declare that it is necessary to include in the accom- 
panying Reorganization Plan No. 3, by reason of reorganizations made thereby, 
provision for the appointment and compensation of officers specified therein. 
The rates of compensation for these officers are not in excess of those which I 











REORGANIZATION PLAN NO. 3 OF 1952 9 


have found to prevail in respect to comparable officers in the executive branch. 

For the purpose of the requirements of the last sentence of section 3 of the 
Reorganization Act of 1949, with respect to specifying in the transmittal message 
of the President the statutory authority for the exercise of functions abolished by 
& reorganization plan, the statutory citations set forth in section 3 of Reorganiza- 
tion Plan No. 3 of 1952 are hereby incorporated in this message by reference and 
shall be deemed to be a part hereof as fully as if set forth at length in this message. 

This reorganization plan will permit a needed modernization of the organiza- 
tion and procedure of the Bureau of Customs. It will permit a more effective 
administration of the custom laws. 

I urge the Congress to permit Reorganization Plan No. 3 of 1952 to become 
effective. 

Harry S. TRuMAN. 
THe Wuire House, April 10, 1952. 


REORGANIZATION PLAN No. 3 or 1952 


(Prepared by the President and transmitted to the Senate and the House of Representatives in Congress 
assembled, April 10, 1952, pursuant to the provisions of the Reorganization Act of 1949, approved June 
20, 1949) 


BUREAU OF CUSTOMS 


SECTION 1. Abolition of existing offices ——All offices in the Bureau of Customs 
of the Treasury Department of collector of customs, comptroller of customs, 
surveyor of customs, and appraiser of merchandise to which appointments are 
required to be made by the President, by and with the advice and consent of the 
Senate, are abolished. Except as to the functions abolished by this plan, the 
functions of the said offices shall be assigned to such civil-service positions as the 
Secretary of the Treasury may specify. The Secretary of the Treasury shall 
make such provisions as he shall deem necessary respecting the winding up of the 
affairs of any officer whose office is abolished by the provisions of this section. 

Sec. 2. Establishment of new offices—There are established in the Bureau of 
Customs so many new offices not in excess of twenty existing at any one time, 
with such title or titles, as the Secretary of the Treasury shall from time to time 
determine. Each officer provided for in this section shall be appointed by the 
Secretary of the Treasury under the classified civil service and shall receive 
compensation which shall be fixed from time to time pursuant to the classification 
laws, as now or hereafter amended, except that the compensation may be fixed 
without regard to the numerical limitations on positions set forth in section 505 
of the Classification Act of 1949, as amended (5 U.S. C. 1105). 

Sec. 3. Abolition of funetions.—(a) There are hereby abolished the following 
functions, all of which were transferred to the Secretary of the Treasury by 
Reorganization Plan No. 26 of 1950: 

(1) The functions prescribed for the collector of customs, the comptroller 
of customs, thé surveyor of customs, and the appraiser of merchandise by 
section 3 of the Act of March 4, 1923, chapter 251, 42 Statutes 1453 (19 
U..8. C. 7): 

(2) The functions prescribed for the assistant collector 6f customs, the 
assistant comptroller of customs, the assistant surveyor of customs, and the 
chief assistant appraiser of merchandise by section 2629 of the Revised 
Statutes, as amended (19 U.S. C. 8); 

(3) The functions prescribed for the surveyor of customs by section 2627 
of the Revised Statutes, as amended (19 U.S. C. 40); 

(4) The functions prescribed for the appraiser of merchandise by section 
2944 of the Revised Statutes (19 U. 8. C. 56); 

(5) The functions prescribed for the collector of customs and the surveyor 
of customs by section 2648 of the Revised Statutes, as amended (19 U. 8. C. 
57) ; 

(6) The functions prescribed for the collector of customs, the comptroller 
of customs, the surveyor of customs, and the appraiser of merchandise by 
the Act of December 18, 1890, chapter 22, 26 Statutes 690, as amended (19 
U.S. C. 62); 

(7) The functions prescribed for the comptroller of customs by sections 
2621 and 2626 of the Revised Statutes and sections 439, 440, and 523 of the 
Tariff Act of 1930 (19 U.S. C. 33, 39, 1439, 1440, 1523); 

(8) The functions prescribed for the collector of customs, the comptroller 
of customs, and the surveyor of customs by sections 2635, 2639, 2640, 2641, 
2643, and 2647 of the Revised Statutes, as amended (19 U. 8. C. 59, 42, 43, 
44, 45, 55); 
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(9) The functions prescribed for the comptroller of customs and the sur- 
veyor of customs by section 3650 of the Revised Statutes, as amended (31 
U.S. C. 549); and 

(10) The functions prescribed for the collector of customs by sections 
ag — and 2623 of the Revised Statutes, as amended (19 U. 8. C. 33, 
34, 35). 

(b) The abolition of functions by subsection (a) of this section shall not be 
construed as— 

(1) Modifying requirements of laws not specified herein which contain 
requirements substantially identical with, or similar to, any of those con- 
tained in statutes enumerated in this section; 

(2) Precluding the Secretary of the Treasury from exercising his existing 
authority to require any officer or employee of the Customs Service to 
perform functions of the types which are hereby abolished; or 

(3) Authorizing or permitting any officer or agency outside the Depart- 
ment of the Treasury to perform any function now vested by law in the 
Secretary of the Treasury. 

Sec. 4. Effective dates—(a) With respect to offices having a specified statutory 
term of office the provisions of section 1 of this reorganization plan shall become 
effective as follows: (1) In the case of each office in which there is no incumbent 
on the date determined under section 6 (a) of the Reorganization Act of 1949, or in 
which the incumbent is then holding over after the expiration of his term of office, 
the effective date shall be such date as the Secretary of the Treasury shall specify, 
but in no event later than January 1, 1953; and (2) in the case of each office in 
which an incumbent is, on the date determined under the said section 6 (a), 
serving under an appointment for a specified term of office which has not expired, 
the effective date shall be the date on which the term of office expires, or any 
earlier date on which the office becomes vacant. 

(b) In the case of any office not having a specified statutory term of office, 
the effective date of the provisions of section 1 of this reorganization plan shall 
be such date as the Secretary of the Treasury shall specify, but in any event before, 
January 1, 1953. 

(c) The provisions of sections 2 and 3 of this reorganization plan shall become 
i" on the date determined under section 6 (a) of the Reorganization Act of 

49. 





APPENDIX B 


LETTER OF COMPTROLLER GENBRAL Discussina Functions To Be ABOLISHED 
Unprer Pian No. 3 


GENERAL ACCOUNTING OFFICE, 
COMPTROLLER GENERAL OF THE UN&TED STaTEs, 
Washington, May 9, 1952. 
The honorable the SECRETARY OF THE TREASURY. 

My Dear Mr. Snyper: I have your letter of May 5, 1952, with reference to 
Reorganization Plan No. 3 of 1952 for the Bureau of Customs, particularly to 
the provisions of section 3 of the plan dealing with the proposed abolition of 
certain statutory accounting functions. 

Your letter requests my comments regarding the plan as finally presented 
to the Congress in the President’s message of April 10, 1952. 

I am glad to give you my comments on the reorganization plan which relate 
only to section 3 of the plan, since the remaining sections involve questions of 
policy for the consideration of the Congress. 

As indicated in the President’s message and in your letter, the accounting 
and auditing procedures of the Bureau of Customs have been reviewed by the 
Bureau of the Budget, the Generai Accounting Office, and the Treasury Depart- 
ment under the joint program for improving Government accounting. 

Staff of the General Accounting Office in cooperation with the Bureau of 
Accounts and the Bureau of Customs of the Treasury Department conducted an 
extensive survey of the fiscal operations of the latter Bureau in 1949 and early 
1950. As a result of this survey, it became evident that certain processes re- 
quired by statute are archaic and obsolete. Statutory requirements that certain 
functions be performed by specific officials have resulted in restrictive and rigid 
procedures and practically precluded. adoption of the more efficient modern 
accounting and fiscal practices envisioned by the Budget and Accounting Pro- 
cedures Act of 1950. 
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In addition, the existence of statutory requirements for repetitive perform- 
ance of some detailed functions by two officials necessarily results in duplica- 
tion. Other provisions which define the scope and extent of checks and reviews 
prevent the exercise of sound judgment and application of more economical and 
efficient auditing practices based on effective accounting procedures. Much of 
the resulting detailed work now done by the Bureau can be eliminated through 
the development of an appropriate accounting system incorporating adequate 
internal control and an effective internal-audit staff. 

The abolition of the statutory functions as proposed in section 3 of Reorgan- 
ization Plan No. 3 of 1952 would clear the way for the modernization of customs 
accounting and auditing procedures under the authority contained in the Budget 
and Accounting Procedures Act of 1950 and in accordance with the intent of 
Congress as stated in that act. I have been assured that the complete accounting 
improvement program for the Bureau of Customs contemplates, in lieu of the 
procedures and functions abolished, the development and installation of more 
economical and efficient procedures by the Seeretary of the Treasury in close 
cooperation with the General Accounting Office and in accordance with principles 
and standards established by the Comptroller General. It is believed that this 
will result in improved control of customs revenue and the elimination of much 
unnecessary or ineffective documentation and dual record-keeping now required. 
In addition, a more adequate system of accounting and internal control will per- 
mit the General Accounting Office to discharge its audit responsibility to the 
Congress with a minimum of cost and effort. 

I appreciate your reference to the cooperation of members of my Accounting 
Systems Division and other officials of the General Accounting Office with the 
Bureau of Customs and other Treasury officials in assisting in the formulation 
of plans for improving customs accounting and auditing. It has been a pleasure 
for our staff to work with yours in this area. The work which has been done 
and is continuing is another example of what can be accomplished for better 
government through the cooperative approach. 

Please feel free to submit this reply for the record of congressional hearings 
on Reorganization Plan No. 3 if you so desire. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


APpPENDIx C 


TREASURY DEPARTMENT LETTER AND LEGAL MEMORANDUM RELATIVE TO JU- 
DICIAL REVIEW AND INTERNAL AvupiITs UNDER PLAN No. 3 or 1952 


TREASURY DEPARTMENT, 
Washington 25, June 9, 1952. 
Hon. Jonn L. McCuieuian, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 


My Dear Mr. CuHarrMan: At the hearing before your committee on June 4, 
1952, two witnesses expressed concern with what they suggested were possible 
effects of Reorganization Plan No. 3 of 1952. One witness indicated concern 
that the plan would deprive the United States Customs Court of its jurisdiction 
and thus the right of judicial review will be jeopardized. Another witness indi- 
cated concern that the plan would eliminate checks and balances in the Bureau 
of Customs which he believes to be the principal protections against laxity, fraud, 
and corruption. 

While the Department has previously expressed its views to your committee 
on both of these points, the following additional comments may be helpful in 
giving your Committee assurance that the fears expressed by these two witnesses 
are quite groundless. 


Judicial review 


The first point relates to concern that the present jurisdiction of the United 
States Customs Court to review decisions made in the administration of the cus- 
toms laws will be lost under Reorganization Plan No. 3 of 1952. There is attached 
an opinion of the General Counsel for the Treasury Department, which analyzes 
this suggestion and concludes that there is no foundation for concern in this regard. 

In brief, the jurisdiction of the Customs Court arises from statutes which pro- 
vide that protested decisions of collectors and appraisers shall, if affirmed ad- 
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ministratively, be transmitted to the Customs Court for determination. The 
concern that has been expressed appears to be based upon the theory that aboli- 
tion of the statutory offices of collector and appraiser affords an opportunity to 
abolish the right of review by the Customs Court. This, of course, is not the case. 

All functions of collectors and appraisers were transferred to the Secretary of 
the Treasury almost 2 years ago by Reorganization Plan No. 26 of 1950. Every 
function performed by a collector or appraiser today, including the making of the 
decisions which are reviewed by the Customs Court, is performed solely by virtue 
of a delegation from the Secretary. This circumstance has in no way affected the 
jurisdiction of the Customs Court, nor would it affect the jurisdiction of the 
court if the Secretary made the decisions himself or if they were made by any 
other officer to whom he had delegated that function. It is the making of the 
decision that gives the Customs Court jurisdiction, not the use of the word 
“collector” or the word “‘appraiser’’ in the statute, and the Secretary now has the 
authority to transfer at will the duty of making the decision. 

The Reorganization Act of 1949 contains savings provisions which expressly 
cover this situation, specifically providing for transfer of functions from one officer 
to another without upsetting statutory rights and duties prescribed by law. 
Those who are concerned lest the plan deprive the Customs Court of jurisdiction 
have apparently either overlooked or misunderstood section 9 of the act, which 
the committee report explains as a saving provision with respect to the status, 
after a reorganization, of statutory provisions relating to any agency or function 
affected by the reorganization. 

The transfer of functions under a reorganization plan binds the public as well 
as the officials involved. A case cited in the general counsel’s opinion makes it 
clear that even criminal liability continues through changes by reorganization of 
Officials specified in the statutes involved. 

Surely if criminal liability continues, the right to a judicial review provided by 
the Congress will not be dissipated by a simple change of officials under a reor- 
ganization plan which contains no suggestion of such a consequence, and as to 
which the President has in his transmittal message stated precisely the contrary 
intent. 


Internal audit 


The second point relates to concern that the plan will weaken controls over 
customs revenues. This concern apparently arises because of a lack of under- 
standing of the system of internal audit proposed for the Bureau of Customs as a 
result of studies under the GAO-Treasury-Budget joint-accounting improvement 
program. 

One of the objectives of the Budget and Accounting Procedures Act of 1950 
and of the joint-accounting improvement program is to assure in every agency & 
system of internal audit designed and operated according to modern concepts. 
Internal audit, properly conceived and carried out, is an indispensable part of an 
adequate system of internal control over financial operations. It is now generally 
recognized in business management that internal audit is a safeguard of the 
greatest importance with respect to the proper conduct of financial transactions, 
the protection of funds and other assets, and the full and fair disclosure of the 
results of financial activities. Properly performed, it is also a fertile source of 
information, to be explored by those with management, operating, and accounting 
responsibilities, for doing things in better ways. 

The modern concept of internal auditing, although it is widely accepted in 
business, is fairly new in the Federal Government. The functions comptrollers 
of customs are required to perform today is a form of internal audit, but not an 
internal audit in the most enlightened and economical sense. The present system 
of poring over a great. volume of papers and establishing duplicate records makes 
no allowance whatsoever for the considerations which a modern system takes 
into account. Consequently, time and effort are now required to be devoted to 
checking many relatively unimportant papers when they could be devoted to 
far more useful auditing activities and money would be saved in the bargain. 

The system of internal audit proposed for Customs, for which the plan will 
pave the way by eliminating existing inflexible requirements, is designed according 
to modern concepts and is directly in furtherance of the objectives of the Budget 
and Accounting Procedures Act of 1950 and the joint-accounting improvement 
program. Examination and audit work under it will be fully as independent as 
the work of the comptrollers is today and none of the present safeguards will 
be relaxed in any real sense. The important point, however, as indicated before, 
is that the new system will strengthen financial controls in respects not heretofore 
covered. 
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It appears that a misconception with respect to the term ‘“‘spot check”’ as used 
in auditing may have given rise to the concern expressed to your committee. 
A much better term is “selective examination,’ selective because in determining 
auditing procedures attention is given to the degree of importance of transactions 
under review, the efficiency of the internal checks under review, and the number 
and seriousness of deficiencies found during examination. The extent of the 
internal auditor’s examination of liquidated customs entries and other transactions 
should depend on these factors. As a matter of fact, the system proposed to be 
installed in Customs recognizes that there should be a 100-percent review of 
certain types of customs transactions because of their importance. 

In summary, the system of internal audit proposed for Customs will not only 
preserve all necessary present safeguards, but it will also strengthen financial 
control in Customs in other respects. 

* * *” * * * * 


It is hoped that this information will be useful to your committee in its con- 
sideration of Reorganization Plan No. 3 of 1952. 
Very truly yours, 
JoHn 8S. GRAHAM, 
Acting Secretary of the Treasury. 


THe GENERAL COUNSEL OF THE TREASURY, 
Washington, June 9, 1952. 
Memorandum for the Secretary of the Treasury. 

The view was expressed in testimony before the Senate Committee on@Govern- 
ment Operations on June 4, 1952, that Reorganization Plan No. 3 of 1952 would 
seriously jeopardize the existing rights of importers and American manufacturers to 
obtain review in the United States Customs Court of decisions made in the 
administration of the customs laws. On June 5, 1952, Senator George introduced 
Senate Resolution 331, a resolution which would disapprove Reorganization Plan 
No. 3 of 1952. Senator George explained that by submitting the resolution he did 
not intend to convey the thought that he necessarily opposes the plan, but that he 
thought the committee should be able to inform the Senate whether judicial review 
is preserved. 

The statutory right to review by the Customs Court derives from the pro- 
visions of sections 501, 514, 515, and 516 of the Tariff Act of 1930, as amended 
(19 U.S. C. 1501, 1514, 1515, and 1516). Section 501 provides for notice by the 
collector to the importer if the appraiser has set a value,upon imported merchan- 
dise likely to be adverse to the importer; and the section also authorizes an appeal 
for reappraisement by the Customs Court to be filed within a specified period 
after the collector’s notice. Section 514 provides that decisions of collectors of 
customs shall be final unless the importer files a protest in writing. Section 515 
provides that upon the filing of a protest the collector shall review his decision, 
and if he affirms it then tae matter shall be transmitted to the United States 
Customs Court for determination. Section 516 provides that American producers 
who believe the appraisement of competitive merchandise is too low or the classi- 
fication improper may similarly be heard in the Customs Court after the appro- 
priate protests have been filed. 

The concern that has been expressed appears to be based upon the theory that, 
beeause the foregoing sections specifically mention ‘‘collector” and ‘‘appraiser,”’ 
abolition of the statutory offices of collector and appraiser will abolish with it the 
right of review by the Customs Court. 

It would seem to be an answer to this concern that sections 401 (h) and (j) of 
the Tariff Act of 1980 (19 U. S. C. 401 (h) and (j)) provide that the words ‘‘col- 
lector’ and ‘‘appraiser’’ mean any person authorized by Jaw or reculations of the 
Secretary of the Treasury to perform the duties of collector or appraiser. It dces 
not appear to be contended, for example, that abolition of certain offices of 
appraiser in 1932 deprived the Customs Court of jurisdiction under sections 501 
or 516 of cases arising through the offieers who replaced those appraisers. It is 
not suggested that the decisions of the Customs Court in those cases over the last 
20 years are null and void or that the Customs Court acted improperly in hearing 
them, 

But if those who express concern over the effect of Reorganization Plan No. 3 
are not convinced by this history, additional conclusive evidence is not hard to 
find. 

As a basic fact it must be :emembered that the present collecto1s and appraisers 
have no functions by virtue of any statute. All of their functions were transferred 
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to the Secretary of the Treasury by Reorganization Plan No. 26 of 1950 almost 2 
years ago. Every function that a collector or an appraiser performs today, in- 
cluding the making of the decisions which the Customs Court reviews, is performed 
solely by virtue of a delegation from the Secretary. This circumstance has in 
po way affected the jurisdiction of the Customs Court, nor would it affect the 
jurisdiction of the court if the Secretary made the decisions himself or if they 
were made by any other officer to whom he had delegated that function. To hold 
otherwise would be to hold that every review by the court of a decision made since 
Reorganization Plan No. 26 of 1950 went into effect is null and void because the 
court had no jurisdiction. 

It is of course the making of the decision that gives the court jurisdiction, not 
the use of the word‘ collector’ or the word ‘appraiser’ in a statute enacted 
before a reorganization went into effect. As a matter of fact, if the Secretary 
should delegate the making of these decisions to officers with other titles, the 
codifiers of the statutory law would promptly substitute those titles in sections 
501, 514, 515, and 516, just as they have done in many instances in the past. 

The Reorganization Act of 1949 expressly sets out savings provisions which 
cover this situation fully, providing specifically for transfer of functions from one 
officer to another without upsetting rights and duties prescribed by law. Those 
who express concern that the plan may deprive the Customs Court of jurisdiction 
have apparently either overlooked or misunderstood section 9 of the act, which 
prov ides in part as follows: 

“Any statute enacted * * * before the effective date of such reorganiza- 
tion, shall, except to the extent rescinded, modified, superseded, or made inap- 
plicable y or under authority of law or by the abolition of a function, have the 
same effect as if such reorganization had not been made; but where any such 
statute, regulation, or other action has vested the function in the agency [by 
definition ‘agency’ ‘includes ‘officer’] from which it is removed under the plan, 
such function shall * * * be considered as vested in the agency under 
which the function is placed by the plan.” 

The report of the House Committee on Expenditures in the Executive Depart- 
ments (H. Rept. No. 23, 81st Cong.) said in explaining this section that it “con- 
tains saving provisions with respect to the status, after a reorganization, of 
statutory provisions, regulations and other actions, and suits and other proceed- 
ings, having a relation to any agency or function affected by such reorganization.” 
It is difficult to understand how the reorganization authority could have any 
usefulness or efficacy at all if what the critics of Reorganization Plan No. 3 of 
1952 suggest, rather than what the House Expenditures Committee said above, 
is the true criterion. 

There are court decisions which make it very clear that the transfer of functions 
under a reorganization plan is not only binding on the officials involved but is 
also binding on the public with respect to duties required to eb gg by the 
public. One of these decisions is Czarnecki v. United States (95 (2d) 32), which 
upheld the conviction of two individuals for possessing an unregistered still. The 
provision of law under which these individuals were convicted had originally 
required registration of stills with the collector of internal revenue for the tax- 
payer’s district. By an Executive order and Treasury decision issued pursuant 
to a reorganization act, it was provided that stills should be registered with the 
district supervisor of the Alcohol Tax Unit. In holding that the transfer of 
functions under the reorganization was binding on the public, the court had this 
to say: 

“The effect of the changes worked in respect to section 3258 consists of nothing 
more than a substitution of another officer for registration in lieu of the collector 
of the district as originally designated by statute. The change so worked is 
binding on the public and fulfills the requirement of law. * * * If the appel- 
lants had in their possession and custody a still set up and had not registered it 
with the officer designated, they committed a violation of the law.” 

This was a case involving a criminal statute, which would be construed most 
strictly. The court said that liability did not vanish simply because the official 
with respect to whom the statute gave a function had been replaced by an official 
to whom the function was delegated under a reorganization. 

On the other hand, the question presented to us to here involves statutes provid- 
ing rights, remedial statutes which would be construed most liberally. The plan 
contains not a single word to indicate any intent to abolish the system of judicial 
review set up in detail by the Congress, and in fact the President specifically states 
the contrary in his transmittal message. In this situation it is difficult to find 
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any basis for concern that a conclusion might be reached contrary to that in the 
Czarnecki case. 

The answer to the concern expressed is clear. In short, any fear that Reor- 
anization Plan No. 3 of 1952 could be used to deprive the United States Customs 
ourt of jurisdiction or jeopardize the system of judicial review set up by the 

Congress is wholly without foundation. 
Tuomas J. Lyneu, General Counsel. 





ApPENDIx D 


LETTER OF ATTORNEY GENERAL CONCURRING WITH Opinions ABouT JUDICIAL 
REVIEW IN APPENDIX C 


DEPARTMENT OF JUSTICE, 
Washington, June 13, 1952. 
The honorable the SECRETARY OF THE TREASURY, 
Washington, D. C. 


My Dear Mr. Secretary: This is in reply to the letter of June 11, 1952, from 
Acting Secretary of the Treasury Graham to the Attorney General, with which he 
enclosed a copy of your General Counsel’s opinion dated June 9 and the Acting 
Secretary’s letter of the same date to the chairman of the Senate Committee on 
Government Operations, concerning the effect of Reorganization Plan No. 3 of 
1952, on the right of judicial review by the United States Customs Court of 
decisions made in the administration of the customs laws. 

After consideration of the subject, I might say that, particularly in view of the 
provisions of section 9 of the Reorganization Act of 1949 (5 U. 3. C. 133z-7), I 
concur in the opinion expressed by your General Counsel in his memorandum and 
by Acting Secretary Graham in the section of his letter captioned ‘Judicial 
review.” 

With kind personal regards, 

Sincerely yours, 
JosepH C. Duaean, 
Assistant Attorney General 
Executive Adjudications Division 
(For the Attorney General). 
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